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In 1986 the Single Act which supplemented the European Treaties set new
objectives for the Community of Twelve. The aims include a large market
without frontiers to be achieved by the end of 1992 — but also greater economic
and social cohesion, which means reducing the gap between well-developed
regions or social groups and less-favoured ones.

This improvement in economic and social cohesion is in fact an indispensable
corollary of the large market.

It is true that the large market offers many advantages to the Community as a
whole. Elimination of the physical, legal or regulatory obstacles which still
impede the free circulation of goods, services, workers and capital among the 12
Member States of the Community will encourage competition and help make
firms more competitive internationally. Once it is rid of a whole range of barriers,
the Community ought to benefit from an increase of 5 to 7% in non-inflationary
economic growth and the creation of 2 to 5 million extra jobs. However:

0 Starting conditions vary considerably; the less-favoured regions and groups
are not as well-equipped as the others to avail of the benefits of 1992.

e Firstly, there are large differences in prosperity: levels of development in
the various regions of the Community were always very uneven, and when
new Member States joined — Greece in 1981, Spain and Portugal in 1986
— the disparities became markedly greater. Gross domestic product per
head (which is the usual measure of relative prosperity) is more than six
times higher in the richest regions of the enlarged Community than in the
poorest. In terms of income, regional disparities are more than twice as
large in the Community as in the United States. In terms of unem-
ployment, they are three times greater.

® There are a number of specific handicaps corresponding to these divergen-
ces. The chances of success for firms — and hence the capacity of a region
to attract investment — depend on a number of factors. Potential investors
will want to know if there is an international airport nearby, how quickly
and cheaply they can reach the ports and railways on which they rely for
distribution of their products, how well qualified and adaptable is the
workforce, how good is the telephone network and what living and
working conditions are like for executives and their families. When there
are a number of deficiencies in these respects, the result is that capital and
labour are drained away to the regions which offer more advantages
making the regional disparities greater than ever.

Up to now national governments have tackled problems of uneven economic
development in their own way behind national frontiers. For its part, the
Community has provided both funds to support national efforts and a number
of regulations to ensure that those efforts do not distort competition. But now
that the frontiers are coming down and the impetus for a large market poses a
particular challenge to the less-favoured regions and groups, this problem of
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- disparities becomes one for the Community as a whole, requiring solutions at

- Community level. Of course there is no question of selling bureaucratic
obstacles to the increased mobility — and general prosperity — which
completion of the large market entails. The answer is rather to help weaker
regions and groups to overcome their handicaps. Everyone in the Community
must be enabled to benefit from the single market and from its potential for
growth, and to make their contribution to it. '

0O From an economic point of view the whole Community, and not just the
less-favoured groups and regions, has an interest in reducing the present
disparities and strengthening economic and social cohesion as the large
market is brought into being. This cohesion is actually a condition for the
harmonious development of any society. Faced with international compe-
tition, Europe cannot allow itself the luxury of such a waste as the under-
development or decline of so many regions or the under-use of so many
talents. Development of less-favoured regions also stimulates trade and
provides more industrialized regions with new markets for capital goods and
consumer goods, A wider spread of prosperity, industry and major infrastruc-
ture can also help to limit the dangers of congestion and ecological damage
faced by the most prosperous regions, many of which are among the most
densely populated in the world, o

0 In political terms, the completion of the large market demands a number of
' initiatives and changes, many of which are of a radical nature and require a
solid consensus in their favour. The agreement of all the Member States and
the active support of the regions in difficulty and of less-favoured social
groups can be obtained only by convincing the weaker partners that the
Community has an answer to their legitimate anxieties — that it is aware of
the risks of the large market as well as of its positive effects. The people who
live in these regions or belong to these groups must be assured that they are
not condemned to ever-widening divergences in prosperity: on the contrary,
they will be able to benefit from new Community structures and from the
general increase in prosperity which they will make possible.

These economic and political necessities now have the legal force of a treaty
approved by the European Parliament and the 12 national parliaments. That is
the effect of the ratification of the Single European Act, which commits the
Community to completing the large market but also to strengthening its economic

- and social cohesion — which entails reducing regional disparities. To that end the
Single Act provides in particular for a reform of the Community’s ‘structural
Funds’, '

There are three of these Community Funds:

Ol The European Regional Development Fund (ERDF), set up in 1975 in order
to reduce regional imbalances. '

O The European Social Fund (ESF), created by the Treaty of Rome in 1958 to
support vocational training, retraining of workers and, more recently, recruit-
ment of young people. ' :
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